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3.061 Bed Bank Reductionsand Resumption 

The Department shall allow the nursing home to exercise the right to resume use of banked beds, unless PERMANENTLY reduced 

by s. 49.45(6m), with licensure resumptioncontingent uponreceipt of a 18 month prior notice tothe Department.Permanent 

reduction shall occur if any banked beds remaindelicensed under this paragraph at the rate of 10% of all remaining delicensed banked 

beds or 25% of onebed, whichever is greater. 


3.062 Bed Bank Restrictions 


a. 	 I f  any of the provisions of Section 4.500 are being applied during the paymentrate year to a facility that phases down or closes, 
then that facility does not qualify for banking of beds. 

b. The total beds for rate setting and banked beds cannot exceed the total licensed beds. 

C. 	 Banked beds cannot be occupied by any resident. If such use is discovered and such use would raise the number of occupied 
beds above the number of licensed beds minus banked beds, all beds banked by the facility will be expunged from the bank and 
the banked beds will be delicensed permanently. 

,.- . . I.If& useis discwered but does-not-exceed +henumber of licensed beds mints bankedbeds the facility has  30 days10 correct 
the occupancy or the bedsinvolved will be expunged from the bed bank and will be delicensed permanently. 

d. If banked beds are part of a phase down, the bedswill be expunged from the bed bank. 

3.070 Exclusions 

I f  the facility has a total of 50 or less beds for rate setting (Section 3.040), including any distinct part ICF-MR or distinct part IMD 

units in the total facility, they are excluded from thepatient days at minimum occupancyprovision ( Section 3.01 

0). 

3. IO0 DIRECTCAREALLOWANCE 

3.1 10 Typesof PaymentRates 

The payment allowance for direct care will be computed for each facility so as to establish a rate for each of the following levels of 

care: 


(a) A skilled care rate (SNF).

(b) An intense skilled nursing ] rate. 

(C) An intermediate care rate (ICF I). 

(d) A limited care rate (ICF 2).

(e) A combined personal carerate (ICF 3) andresidential care rate (ICF4).

(0 A developmentally disabled 1A rate (DD IA).

(8) A developmentally disabled 1 B rate (DD 1 B).

(h) A developmentally disabled 2 rate (DD 2).

(i) A developmentally disabled 3 rate (DD 3). 


3.1 15 Patient Da s 

Adjusted+from the
patlent ays base costreporting period (Section3.020) shall be used in the calculation the directcare allowance. 
Any patient days classified in a level of care greater than the facility is licensed to provide shall be reclassified downward to the 
highest level of care for which the facility is licensed. All Medicare adjustedpatient days shall be classified as intensiveskilled 
nursing days (ISN). 

3. I I8 ICF-MRFacilities 

A facility which has a distinct part certified as ICF-MR shall submit a combined cost report under Section 1.176. Payment rates shall 

be determined in a combined rate calculation which includes the ICF-MR distinct part and those NF distinct parts which are covered 

bythe combined cost report.Thiscombined calculation ofrates shall applyeven if each distinct part has a separateprovider

identification number. 
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3.120 Method of Computation of Direct Care Allowance 


3.12 1 InflationAdjustedExpense

The facility’s actual allowable direct care expenses for staff wages, fringe benefits, purchased services and supplies shall be inflated 

deflated from the cost reporting period to the common period using the inflation factors in Section 5.3 IO.  Dividing- the sum of these 

inflated expenses by adjusted patient days yields per dayinflated expenses 


3.126FacilityDirect CareMaximum 

The facility’s CaseMix Index is the average of the casemix values in Section 5.420 weighted by the adjusted patient days for each 

level..Thus, 


Case Mix index = C(Adjusted Patient Days by Level of Care * Case Mix Weights) / Total Adjusted Patient Days 

The facility’s Direct Care Maximumis the product of its Case Mix Index times the Statewide Direct Care Maximumin Section 5.430 
times the “New” Labor Factor in Section 5.4 IO. Hence, 

:. _ _ - .- Directcare Maximum = Case MixIndex*Statewide Direct CareMaximum * LaborFactor. . - - 

3.126(a) Adjustment to Case Mix index 

Facilities that have beds for rate setting (Section 3.040) of fifty beds or less and are certified only as a nursing facility will have a 

twenty percent (20%) increase in their case mix index. facilities that are certified asICF-MR facilities either in wholeor in part are 

not eligible to have its case mix index adjusted under this section. 


3.I27 Direct Care BaseAllowance 

The facility’sDirect Care Base Allowance is the lesser of the facility’s actual allowable expense per patient day times the minimum 

occupancy factor in Section 3.030 or the maximum in Section 3.126 times the minimum occupancy factorin Section 3.030. 


3.128DirectCareReimbursementPeriodAllowance 

Thefacility’sAverageReimbursementPeriodAllowance will be its BaseAllowanceplusanInflationIncrement.Theinflation 

increment is the facility’s Case Mix Index times the Statewide Inflation Increment in Section 5.440. Thus, 


Average Reimbursement Period Allowance = Base Allowance + Inflation Increment 

Where 

Inflation Increment = Case Mix Index * Statewide Inflation Increment 

The Reimbursement Period Allowance shall be allocated proportionately by Level of Care. This allocation is done by dividing the 
Reimbursement Period Allowance by the facility’s Case Mix Index and multiplying the result by the Case Mix Weights in Section 
5.420. 

3. I29 Alternate Direct Care Reimbursement Period Allowance 

The Alternate Direct Care Allowance will be calculated as set forth~ in~ Sections 3.126.

I 
3.127 and 3.128 excent that the “Old” Labor
~. ~~~~~ ~~.~~. - ~ 

Factor in Section 5.410 will be used in calculating the facility’s Direct Care Maximum and no Inflation Increment will be added to the 
Base Allowance. The facility will receive the greater of the Direct Care Reimbursement Period Allowance under Section 3.128or the 
Alternate Direct Care Reimbursement Period Allowance. 

3.200SUPPORTSERVICESALLOWANCE 


3.220MethodofCalculation 

Allowable expenses associated with a facility’s provision of dietary and environmental services shall 

determined, according to the following modified cost formula: 


P = DietaryandEnvironmentalservicespaymentallowance 
E = 	 Facility’sactualallowableexpensesfordietaryand 

environmental services (per patient day) adjusted by 
a composite inflation/deflation factor applied to the 
common period. The inflation factors are listed in 
Section 5.320. 
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Emin = Expenseatminimumoccupancy,E * MinimumOccupancyFactor in 3.030 

T1 = Target 1 as described in Section 5.510 
T2 = Target 2 as described in Section 5.510 

I = Per patient day increment under 5.510 

If Emin is less than T1, 
P = E + 1 + (0.04 * (Ti - E)) 

If Emin is equal to or greater than T1, but equal toor less than T2, 
P = T 2  

If Emin is greater than T2, 
P = T2 + (0.05 * T2/E) * (E - T2)) 

3.250AdministrativeandGeneralServicesAllowances 

3,251- MethodofCalculation .. 
Payment for allowable expenses associated with the facility’s provision of Administrative and General services shall be determined. .  

according to the following formula: 

P = Administrativeservicespaymentallowance 

E = Facility’s actualallowableexpensesforadministrativeand 


general services (per patient day) adjustedby an inflation 
deflation factor applied to the common period. Inflation factors 
are listed in Section 5.330. 

Emin = Expenseatminimumoccupancy,E * MinimumOccupancyFactor in 3.030 
M = Perpatient daymaximumunderSection 5.55 1. 
1 = Perpatientdayincrementunder 5.55 1 

If Emin is less than maximum, 
P = E + I  

If Emin is equal to or greater than maximum, 
P = M + I  

3.300FUELANDOTHER UTILITY EXPENSEALLOWANCE 


3.3 10MethodofComputation

Fuel and other utility expense shall be determined as described below. Payment shall be determined by the following modified cost 

formula: 


Payment = Fuel utilityand payment allowance 
Expense = Facility’s actualallowableexpensesperpatient 

per day for fuel and utilities as adjustedby 
component inflation/deflation factors to the 
common period. Inflation factors are listed in 
Section 5.340. 

atminimum E OccupancyEmin = Expense occupancy, * Minimum Factor in 3.030 

expenseTarget = Target for facility’s location. 
See Section 5.610 for targets. 

Inflator = Inflationfactortoadjustpaymentandexpense 
to the payment rate year. (See 5.612.) 

If Emin is less than the target
Payment = [Emin X Inflator] 

If Emin is equal toor greater than the target
Payment = [Target X Inflator] 
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3.340On-SiteWaterandSewerPlants 

For facilities which have on-site water and sewer plants, costs associated with maintaining such operations will be included in the 

support services payment allowance, notthefueland utilities payment allowance. For such facilities, the utility target will not be 

adjusteddownwardto reflect theabsenceofcostsassociatedwiththewaterandsewerfunctions,nor will thesupportservices 

payment allowance be adjusted upward toreflect the presence of costs associated with the water and sewer functions. 


3.360SeasonalCostVariations 

If a facility’s base cost report is not for a twelve-month period, the heating fuel and utility expense shall be adjusted for seasonal cost 

variations. Whenever possible, a twelve-month period for heating fuel and utility expense should be used with such expenses adjusted 

tothetimeperiod covered by thepatientday count. If twelvemonths cannot be acquired, then heating fuel expenses should be 

adjusted to a twelve-month period based on heating degree days. 


3.400PROPERTYTAXALLOWANCE 


3.4 IO Tax-PayingFacilities 

Allowable property tax expense shall be basedonthetax due forpayment by the provider (orthe lessor of the building) in the 


- _. ~ calendar year in _whichthe paymentrateyearbeginstimes the minimumoccupancyfactorinSection 3.030. For examplea July 2000 
payment rate will include the amount of the December1999 property tax bill plus anincrement described in Section 5.700. The 
increment in Section 5.700 is limited to 100% of the tax amount dueper patient day. Alternative cost reporting may be allowed under 
provisions in Section 4.000. 

3.420 FacilitiesTax-Exempt
The property tax allowance for tax-exempt providers may include the cost of needed municipal services. For municipal service fees, 
the expense shall be the expense for municipal services provided to the facility in the calendar year prior to the beginning of the 
payment rate year as appropriatelyaccruedtothatperiodtimestheminimumoccupancyfactor in Section3.030.Theoperating 

expense will be inflated/deflated to the common period by the support services inflation factor. Alternative cost reporting may be 

allowed under provisions in Section 4.000. The payment rate will include the inflated amount plus an increment described in Section 

5.700 . The increment in Section 5.700 is limited to 100% of the allowable municipal service fees due per patient day. For operating 

expenses incurred by the facility, the expense will be from the cost reporting period used for other payment allowances. 


3.500PROPERTYPAYMENTALLOWANCE 


General 

The property payment allowance will be a per patient day amount based on: the equalized value of the nursing home; target amounts 

based on service factors established by the Department; and the nursing home’s allowable property-related expenses. This allowance 

is intended to provide payment for ownership, and/or rental of land, land improvements, buildings, fixed and movable equipment and 

any other long-term, physical assets. The asset value of nursing homes acquired at nominal or no cost shallbe allowed at the lesser of 

fair market value or net book value of the owner last participating in the Medicaid program. Depreciation life shall be at the greater

of 20 years or balanceof 35 yearsfrom date of construction. The minimum estimated usefullife of used movable equipment will be 5 

years. This life will be applied to the composite value of the acquired equipment. 


3.520AllowableProperty-RelatedExpenses

Allowable property-related expenses include: depreciation, interest on plant asset loans, amortization of construction-related costs, 

amortization of bond discount and premium, lease and rental expenses, and property and mortgage insurance. These costs must be 

reported in accordance with generally accepted accounting principles (GAAP) and must be necessary for providing nursing home 

patient care. 


3.52 1 MaximumonAllowableProperty-RelatedExpenses

Annual allowable property-related expenseswill be limited to 15% of the equalized valueof the facility. 
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3.522ChangesofOwnership 

If a facility changes ownership on or after October I ,  1985, a change in valuation will be allowed the new owner of the facility. The 

new owner’svaluationwill be the lesser of thepurchase price or maximumvaluation. Themaximum valuation is calculated by

multiplying the sellers annual, asset acquisition costs by year(s) of acquisition times the lesser of one-half of the percentage increase, 

measured over the same period of time, in the Consumer Price Index (CPI) for All Urban Consumers (United States city average) or 

the Dodge Construction Index (DCI) applied from the year(s) of acquisition to the date of the sale. The year(s) of acquisition d a r e  

the year(s) the assets were purchasedor constructed by the seller of thefacility. 


If either the seller or the buyer cannot support the individual assets acquired, thehistoric asset acquisition cost(s) and/orthe date(s) of 

asset acquisition, the following procedure will be followed to impute themaximum allowable value related to capital assets: 


1. 	 The ending balance of thetotal capitalized historical cost of all depreciable assets, from the last available fiscal year cost report of 
the seller, will be the base value; 

2. 	 The ending balance of accumulated depreciation of all depreciable assets, from the same cost reporting period, will be divided by
the reported depreciation expense (annualized,if necessary) to impute averageyears of ownership; 

3. 	 The lesser percentage ofCPI or DPI described in the first paragraph of thisSection3.522 will bedetermined based on the 
imputed average years of ownership and applied to the base value ofall assets acquired to calculate an initial maximum; 

. ’. 1 2 - 4. -.This initial maximum will be campared-to 1.08% of the equalized valuedescribed in Section 3.531 below and the lesser value - 

allowed as the maximum allowable valuerelated to all assets. 

Where no cost report information is available, the maximum allowable value will be 108% of the equalizedvalue from Section 3.53 1. 


If more than one nursing home is purchasedat the same time, the purchaseprice of all propertyrelated assets will be allocated 

proportionately to all purchased assets based upon an independent uniform appraisal method chosenby the purchasing provider. 


This section does not apply to changesof ownership pursuantto an enforceable agreemententered into priorto October 1, 1985 


The costsof acquiring the rightsto licensed beds from another provider arenon-reimbursable. 


3.522(a) Expenses Associated with Change of OwnershipLimited by Section 3.522 

If a facility’s valuation is limited under Section 3.522 the associated depreciation amortization. and interest expenses will also be 

limited. Reported depreciation, interest and amortization expenses will be‘ multiplied by the ratio of the above maximumto the actual 

purchase price to determine allowable expense. If the valuation of assets ofthe new owner are not limited to the maximum in section 

3.522 actual costs will be allowed subject to section 3.520 allowability 


3.523 Lease and Rental Expense 


1. 	 LeaseMaximum determination for on-going leases. If afacilitywasleasedprior to thecurrent costreportingperiod, the 
maximum allowable lease expense for the current cost report period, will be limited to the lower of the actual lease payments or 
the total of the allowable lease expenses from the previous years cost reporting period multiplied by one-half of the percentage
increase (as measured over the same period of time) in the Consumer Price Index for all Urban Consumers (United States City
average). 

2. 	 Lease Maximum determination for previously owned but never leased. If a facility is leased during the currentcost reporting
period but was not previously leased, the allowable maximumlease expense will be determined by reference to thecurrent 
owners year(s) of acquisition of thefacility’s fixed assets to the currentcost reporting period. The year(s)of acquisition islare the 
yea@) the facility was purchased or constructed by the owner. The lease maximum will be determined by: a) If the facility is still 
owned by the original provider that constructed thefacility- divide the original cost(s) of construction/acquistion adjusted by
one-half of the ConsumerPrice Index, by the original costs(s) of construction/acquistion or b) If the facility was previously
purchased - divide the allowable purchaseprice adjusted by one-half of the ConsumerPrice Index plus capital additions, by the 
allowable purchaseprice plus capital additions from the cost report used for rate setting prior to thelease (per Section 3.522).
This ratio will then be applied to the allowable property expenses,related to the assets nowleased, and that were included in rates 
effective June 30, 2000 to determine themaximum allowable property expense subject to number5 below and Section 3.523.(a).
The lower of actualor calculated maximum lease expense shall be used for determining the property reimbursement under 
Section 3.530. 

3. 	 Lease Maximum determination for new or replacement facilities. For new or replacement facilities that beganoperation in the 
cost report used for 2000-2001 rate setting, the lease expense paid is the maximum allowable for 2000-2001 subject to all other 
cost standards and formulalimitations. 

4. 	 Lease determination for a sale and lease back. For purposes ofthis section, an unrelated party sale and lease back transaction will 
be limited by the percentage increase that would be applied if the facility had been leased prior to the base costreporting period.
The lease maximum shall be determined by applying one-half the increase in the CPI from the year of the sale to the allowed 
reimbursable property expenses forthe assets that are now leased from the year before the sale. 
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5. 	 General provisions of allowable lease determinations. This limitation will only apply to lease expense and other capital costs as 
of the date of lease inception. It will not apply to depreciation, interest, lease and rental or other property costs on assets, whether 
thelessee or lessoracquiredtheassetsafterleaseinception,suchasthepurchaseorleasingofnewequipmentorleasehold 
improvements. 

I f  a facility is unable to provide adequate support of the dates of asset acquisition, the procedure under Section 3.522 for imputing 

average years of ownership may be applied.

Lease expense includes the actual payments required underthe lease contract. Lease expenses determined under the capitalized lease 

method of Financial Accounting Standards Board StatementNo. 13 will not be recognized. 


The costs of acquiring existing
leasehold rights are not allowable. 

3.523(a) For leases existing prior to the cost report used for 2000-2001 rates, the limit calculated under this section will be increased 

fordepreciationand interest expensesincurred by alessorforleaseholdimprovementscompletedon orafterJuly 1 ,  2000. The 

amount of increase will be calculated as if the lessee had made the improvements. This increase will be allowed only after a written 

agreement by the lessor has been received by the Department guaranteeing access to all records relating to the claimed expenses. 


,	1.524 _ _  New Facilities, replacementfacililtiesand Significant Licensed bed increasesor decreases after July 1,2000, . 

For new facilities licensed after July 1,  2000, and facilities with significant licensed bed increases or decreases after that date (as

defined in Sections 1.305 and1.304respectively),thepropertypaymentallowancewill be recalculatedusingthecostreporting

periods and procedures describedin Sections 4.300,4.400, or 4.500. 


Theproperty paymentallowancewillalsoberecalculatedwhenafacilityhasreplacedasignificantnumberoflicensedbeds. 

(“Replacement” is defined in Section 1.306.) (A “significant” replacement is defined as the replacement of the lesser of: (1) 25% of 

licensed bed capacity or( 2 )  50 beds.) When a significant replacement has occurred, the property payment allowance will be based on 

at least a six-month cost reporting period which begins within five months after the first of the month following licensure of the 

replacement bed area. The adjusted property payment allowance will be effective as of the date of licensure. No phase-in or start-up

provisions will apply to property payment allowances for facilities receiving adjustments for replacement facilities. 


3.525 DepreciationandAmortization 


Amortized A& G expenses. Amortization of the costs related to acquiring financing (i.e., bond issuance costs, bond placement
fees, and letter of credit fees) are not considered property-related expenses but are allowable expenses under the administrative 
and general component. Financing fees include such items as, but not limited to, finder’s fees, credit checks, origination fees, 
appraisal fees, feasibility studies, and loan application fees. Amortization of such fees is allowable in A & C. Write off of the 
entire unamortized discount (premium) and unamortized fees associated with refinanced debt will be allowed as of the date of 
refinancing as recognized for cost reporting purposes. 

Amortized property expenses. Amortization of bond discounts and premiums are tobe considered an element ofinterest expense.
Letter of credit fees related to a letter of credit used only as collateral for obtaining long term financing (bonds, mortgages, etc.)
shall be allowed as property. 

Depreciation expense. Depreciation expense must be calculated under a straight-line method over a useful life, consistent with 
generally accepted accounting principles(GAAP). Useful lives will be determined by reference to the useful lives guidelines
published by the American Hospital Association. 

3.525(a) Minimum Useful Life for Plant Assets 

Depreciation for either the initial construction of buildings or building additions (including fixed equipment and land improvements) 

must be based on a minimum useful life of 35 years from the earlierof: 1) the date ofinitial licensure of the facility as a nursing home 

or other health care facility, or 2 )  the date of initial occupancy. Remodeling projects of existing licensed facilities
will be depreciated
according to American Hospital Association (AHA) guidelines for each of the individual components of the project. A minimum 
estimateduseful life of 20 yearswillbeapplied to facilitiespurchasedafterJuly I ,  1988. New movableequipment willbe 
depreciated according to AHA guidelines. The minimum estimated useful life for purchases of used movable equipment will be 5 

years. This life will be applied to the composite value of the purchased equipment. 


3.525(b) Expenses Directly Related to Establishing Units for Services to Ventilator Dependent Residents 

A facility’s additional expenses for depreciation and interest directly related to establishing a unit for ventilator dependent residents 

may be exemptedfromthelimitationsandmaximumsundersections 3.500, “Directly-related” meansthatthecostshave been 

incurred solely as a result of creating this unit and the equipment acquired or remodeling performed benefits only this unit. Prior 

approval by the Department (i.e., Administrator of the Division of Health Care Financing) of the remodeling project or equipment

acquisition is required. This adjustment is only available for projects completed after July 1, 1993. 
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3.526 Interest Expense 

Generally, interest expense on loansforacquisitionofnursinghomeplantassetsandequipment isan allowableproperty-related 

expense. Interest expensemustbereasonableandnecessaryto be consideredallowable.“Necessary”meansthatthe interest is 

incurred on a loan necessary to satisfy a financial need and for a purpose reasonably related to nursing home resident care. Allowable 

interest expense on debt incurred for the acquisition of land, land improvements, buildings, leasehold improvements, and fixed and 

movable equipment related to nursing home patient careis a property-related expense. 


3.526(a) Basis for Allowable Interest Expense

Allowable interest expense is based on: 


accrual Section1 .  	 Proper under 1.302; 
Recognizable balances Section2. 	 debt under 3.526(b); 
-,
J. A“systematicreductionofdebt”underSection3.526(c); 
4.Financing terms that would be incurred by a “prudent buyer” at the time adebt is created; and 
5. The netamountremainingafterinvestmentincome is offset. 

- Balances Debt. recognizable . . 

Interest expense will be allowed only on debts which: 

First, are for the acquisition of the plant assetslisted in Section 3.526 that are directly related to nursing home patient care; 

Second, have been limited or allocated, if necessary, under Section 3.522; and 

Third, do not exceed110% of Equalized Value per Section 3.53 l(b). 

3.526(c)SystematicReductionofDebt 

Allowableinterest expense may not exceed the amount which would have been incurred under a systematic reduction of debt. The 

calculation of this limitation varies based on whether a facility makes at least annual principal payments or deposits to a segregated

interest-bearing account. 


If a facility makesat least annualprincipalpaymentsordepositstoasegregated,interest-bearingaccountwhichwillresult in 

repayment of the debt at maturity,a systematic reduction of debt means a debt which has: 


1 .  Payments of interest and principal which are uniform over the total length of debt; and 

2. A length not exceeding the lesser of forty (40) years or the remaining useful life of the longest lived asset acquired with debt 
proceeds. 

Allowable interest expense is predicated upon required systematic reduction of debt. 

If a facility does not make at least annual principal payments or deposits, a systematic reduction of debt will be determined by the 
Department through: 

1 .  An amortization schedule for a period of thirty (30) years from the date of asset acquisition; 
2. Applying the interest rate as stated in the debt contract; 
3. 	 For debt contracts entered into prior to July I ,  1990, assuming a principal reduction schedule beginning July I ,  1990, and ending

thirty (30) years from the originalloan date; and 
4. Reducing the calculated interest expense by any investment income on segregated funds. 

3.526(d) Interest Expense Related to Refinancing of Debt 

The recognizable debt balance following refinancing will be determined as: 


I .  The remaining balance of the original debt as determined under Sections 3.526(b) and 3.526(c); plus 
2.Thecostofassetsacquired in theyearofrefinancingandthefollowing two fiscalyearsaspartofaplanapprovedbythe 

Department; plus 
3. The financing fees related to the refinancing. 

The allowable interest expense for refinancing arrangements may not exceed the amount which would have been allowed on the 
recognizable debt balance, excluding financing fees, had the refinancing not occurred. 

Systematic reduction of debt under Section 3.526 is required for refinancing arrangements. 
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3.526(e) Reduction for Investment Income 

Theallowable interestexpense afterapplyingSections 1.270and 3.526(a)lthrough 4 will bereduced by the amountofany

investment income of the facility or related entities, including foundations, home offices, etc. per Section 1.270, to the extent that total 

property related expenses exceed the Target (Tl )  described in Section 3.532. Investment income offset will not include income from 

donor-restricted funds provided that there is separate accounting for suchfunds, that the funds areused for their intended purpose, and 

there is nofuture benefit to the donor,grantor,orendower.Reserves neededby ContinuingCare Retirement Centersto offset 

lifetime contracts can becalculatedby theiractuaries if lifetime contracts do not require residents to apply for Medicaid if the 

resident's fund are exhausted. 


3.527 Insurance
Property
Allowable property insurance expense will be the accrual-based expense from the base cost reporting period. This expense will be 
subject to allocations for revenue-producing areas and for non-nursing home areas. Allowable property insurance expense includes 
mortgage insurance required by the lender. 

3.528 InadequateDocumentation 
Where the provider, or in the case of changes ofownership. the buyer or seller of a nursing home. is unable or unwilling to provide
adequate documentation of acquisition cos< acquisition date or other datarelevant to the property-related expenses, or if the provider 

.I= 	 doesnotcomply with property documentationrequestsbythedepartment or the contractor- under.Section 3531, the department ~ 1 1 1  ,determine thevalues dates anddata through use of secondary sources of information, such as income and property tax records, and 
may use the source which results in the lowest value or thelowest property payment allowance. 

3.530 Calculation of Property Allowance 

3.53 1 	 EualizedValue7'%T--rr be derivedfrom the values determined contract with the Department,The equaIze va ue WI by an independent contractor under 

using the E. H. Boeckh Commercial Valuation System. Any values established by such contract will be indexed, if necessary, to the 

current rate year.The equalized value will be the Depreciated ReplacementCost(DRC) from the E. H. Boeckhvaluation after 

adjustment under Sections3.531(a) and (b). These values will not be modified by any sales price; by a market appraisal by a certified 

appraiser on behalf of thefacility; or by the assessed value on the
property tax rolls. 

The total value of the facility will be the sum of thevalues determined for the separate sections ofthe facility. 

Afacility'sequalized value shallbebasedupon thevalues determined above, including adjustments, unless the facility does not 

render paymentunder Section 4.697 withina reasonabletime period. In such instance, the facility'sproperty allowance will be 

reduced by applying fifty percent of the facility's June 30, 2000, DRC and Undepreciated Replacement Cost (URC) under Section 

3.53 l(b) orby fifty percent of the facility's June 30, 2000, property allowance, whichever is lower. This reduction applies to both the 

interim rate granted, if any, and the finalrate.Uponfacility paymentofthe appraisal cost, thisreduction will be restored on a 

retroactive basis to the effective date of the reduction, and the facility property allowance will be calculated as determined by the 

provisions of the Methods. 


3.53 I(a) Allocation for Areas Not Related-to Routine Services 

The values derived from the Boeckh valuation will be adjusted to exclude the value of areas not related to routine services. TO the 

extent possible, this adjustment will be based on the square footageused in the Boeckh valuation. 


3.53 l(b) Maximum on Equalized Value 

The Undepreciated Replacement Cost (URC) arrived at under the Boeckh valuation system shall not exceed the equalized value in 

Section 5.830 times the beds for rate setting(section 3.040) for allowances calculated-underthis Methods. Where ;his maximum is 

exceeded, the equalizedvalue will be adjusted proportionately. This calculation can be expressed as follows 


For:Boeckh URC = TheBoeckh UndepreciatedReplacement Costafter 
Section 3.53 1(a) square footage adjustments; 

Boeckh DRC = TheBoeckhDepreciatedReplacementCostafter 
Section 3.53 l(a) squarefootage adjustments 

URC = AllowableUndepreciated Replacement Cost 
(the lesser of Boeckh URC or the equalized valuein Section 5.830) 

Then allowable Equalized Value (EV) is calculated as: 

EV = (Boeckh DRCIBoeckh URC) X URC 
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3.532PropertyAllowanceCalculation 

A target amount (TI)  will be calculated for each facility by multiplying the equalized value from Section 3.531 by a service factor 

described in Section 5.820 (a). 


When a facility’s allowable property-related expenses are less than the target amount (TI), the property payment allowance will be 

allowable expense plus the incentive value in Section 5.850 times the amountby which expense is less than the target (TI). When the 

facility’s allowable property-related expenses are equal to or greater than the target amount, the property payment allowance will be 

the target amount plus 100% of the amount by which allowable expense exceeds the target up to the factor in Section 5.820 (b), and 

the cost share value in Section 5.840 times the amount by which allowable expenses under Section 3.521 exceed the factor in Section 

5.820 (b). 


This calculation can be expressed: 

- toE property-related SectionFor: - Allowable expenses 3.52 1 maximum; 

service 5.820TI = The factor in Section (a);
service 5.820T2 = The factor in Section (b);

PA = Total property payment allowance; 
-I Incrementdescribed in Section 5.810; 
-C - CostShareValuedescribed in Section5.840;and 

+ - . E _ i  . N  7 .. Incentivedescribed in Section 5.850. 

Then:Where E is less than TI 

PA = (E + N  * (TI - E)) + I 
Where E is equal to or greater than TI and E is less than T2: 

P A = E + I  

Where E is greater than T2: 

PA =(T2 + C  * (E-T2)) + I 

Facilities which have completed a Ch. 150 Resource Allocation Program approved project involving construction or renovation of 
physical plant between July 1,  1996, and December 31, 1997, will have a cost share percentage as described in Section 5.840(b).
Nursing facilities that have a licensed bed capacity of 50 beds or less, after adjustments in Section 3.000, will have a cost share as 
described in Section 5.840(b). Facilities that are certified as ICF/MR, either in whole or in part, will have a cost share as described in 
Section 5.840(a), unless they have completed a RAP-approved project asnoted above. 

3.534 PerPatientDayPropertyPaymentAllowance 

To calculate the per patient day property payment allowance, the property allowance (Section 3.532)is divided by the adjusted patient

days in Section 1.307 times the minimum occupancy factor in Section 3.030. If needed, the expenses shall be adjusted to the length

of time coveredby the patient days. 


For calculating the per patient day property payment allowance for newly-licensed facilities and facilities with significant licensed bed 

increases, the patient day provisions of Sections 4.320 and 4.420 will apply. For replacement facilities, the minimum occupancy

standard in Section 3.030 will be applied. 


3.537 Decrease
Maximum 
A facility’spayablepropertyallowancewillnotbereducedbymorethan $3.50 perpatientdayfromtheallowance in effecton 
June 30,2000. An exception to this maximum decrease is made if the June 30,2000, allowance is subject to adjustment after June 30, 
2000, forthelapsing ofthe“start-up”occupancyprovisionsfornewly-licensed or expandedfacilities. In  thesecases,the$3.50 
maximumreduction is measuredfromtheallowancewhichwouldhaveresultedfromapplyingtheMethods in effect on 
June 30,2000. 

3.600 DRUGSOVER-THE-COUNTER ALLOWANCE 
Reimbursement for certain over the counter (OTC) drugsordered by a physician and provided to Wisconsin Medicaid residents shall 
be made as part of the facility’s daily rate. The OTC allowance will be based on the facility’s cost of OTC services for Wisconsin 
Medicaid residents from the base cost reporting period, as limitedby the provisions under Section 2.600. 

Payment for OTC drugs willbe determined using the following formula: 
- OTCP For: 	 - allowance; 
-E - Facility’s allowableexpenseforWisconsinMedicaidresidentOTCdrugsasadjustedtothecommon 

period by an inflation/deflation factor (Inflation factors are listed in Section 5.330);
Emin = Expenseatminimumoccupancy,E * MinimumOccupancyFactor in 3.030 

-I - Inflation rate topaymentperiod by inflationfactor listed in Section 5.910; and 
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APD = Adjusted Wisconsin Medicaid patient days 

- xP - I)/APD 

3.650 INCENTIVESPROVIDER 

3.65 I Exceptional MedicaidMedicare UtilizationIncentive 

payment for the EMMUI supplement will be determined using the following formula: 


EMMUI = F x BA 

where F = The facility's adjusted Medicaid patient days plus Medicare patient days divided by the facility's adjusted total patient
days under Section 1.307. F must be greater than or equal to 70% in order to receive the EMMUI. 

and BA = The base allowance in Section 5.920 

3.652 IncentiveEnergy-Savings 
If a facility completes a remodeling or renovation project specifically designed to reduce consumption of electricity or heating fuels,. ,

.-or to reducethe& electricity orheating he1  rates per &it of energy, thefacility will receive an incentive equal to thelessor of %%-of- . 

the projected cost of the project, as approved by the Department, or 25% of the actual cost of the project per year for two years. The 
incentivepayment will be effective July 1 following completion of theproject.Allowable costs forthe project will be subject to 
minimum occupancy factor under Section 3.030. 

3.653 Private Room Incentive 

a. 	Basic Private Room Incentive (BPRI)
A basic private room incentive will be determined using the following formula: 

BPRI = PRP x BBA 

where PRP = Rooms licensed forsingleoccupancy divided by total licensedbeds on the last dayof thecostreport used for 
the rate calculation. PRP must be greater than or equal to 15% AND the F from Section 3.651 must be greater than-or equal to 70% in order to receive the BPRI 

and BBA = The basic base allowance in Section 5.930 

b. 	 Renovation Private Room Incentive (RPRI) and Replacement Private Room Incentive (RPPRI)
A renovation private room incentive and replacement private room incentive will be determined using the following formula: 

RPRI or RPPRI = PRP x RBA 

where PRP = Rooms licensed forsingleoccupancy divided by totallicensed beds on the last day of thecost report used for 
the rate calculation. PRP must be greater than or equal to 90% AND the F from Section 3.65 1 must be greater than 

~ 

or equal to 70% in order to receive the RPRI or RPPRI. 

and RBA = The renovation base allowance in Section 5.930 

A facility may receive only one incentive. 

3.700 FINALRATEDETERMINATION 


3.7 I O  General 

Sections 3.710 through 3.770 describethe process for determining afacility's final paymentrate by level of carefordirectcare 

services, support servicesadministrativeand general, fuel and other utility expense, over-the-counter drug expenses and property 

taxes. This process shall be followed whenever any payment allowance under Sections 3.100, 3.200, 3.250, 3.300, 3.400 or 3.600 is 

adjusted or recalculated. Any average amount underthis section shall be the average asweighted by the adjusted patient days by level 

of care which were used in calculating the direct care allowance under Section 3.100. The Department shall specify the patient day

period. 


3.730. Base Rate 
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3.72 1 Base Rate Described 

A facility’s base rates shall be the total rates effective for each level of care for services rendered on June 30, 1994, excluding the 

capital a l lowanc  ancillaryadd-ons,special allowances for local government-operated facilitiesand rate adjustments made by the 

Nursing Home Appeals Board, but including reimbursement for over-the-counter drugs under Section 3.600. An average base rate 

shall be calculated under Section 3.710 for each facility. 


3.722 Base Rate Modification 

The base rates shall be modified according to thefollowing: 


1 .  	 Adjustments. Base ratesshallinclude any auditadjustments or correctionssubsequentto June 30, 1994, that aredeemed 
effective for date-of-service June 30, 1994. 

2. 	 Certification or Licensure Change. Upon a change in certification or licensure level of the facility, the base rate for any added 
level of care,for which no base rate exists, shall be the base rate from the next lower level of care. 

3. 	 Newly-Licensed Beds. A newly-licensed facility which is in its start-up period as of June or July 1994 shall have zero base rates. 
A facility with significant licensed bed increases which is in its start-up period as of June or July 1994 shall have as its base rates 
those rates effective at the end of the month prior to the licensure of the new beds. 

I. ... - ,  Such base rates shallbe limited forthecurrent ratecalculation to a maximum whichshall be the facility’s averagebaseexpense 
‘as determined in Section 3.73 1 .  If the average base rate is limited by the maximum, base rates for each level of care Shall be. 
calculated by multiplying the unlimited base rates for each level of care by a ratio of the maximum divided by the unlimited 
average base rate. 

4. Temporary Bed Reductions. If the June 30, 1994, base rateswereretrospectivelyadjustedfor temporary bed reductionsdue to 
renovation projects, such rates shall be the base rates for application of this section until completion of the renovation period.
After completion of the renovation period, the base rates shall be those rates effective for date of service June 30, 1994, prior to 
the retrospective rate adjustment for recognition of the temporary bed reduction. 

3.730 ProjectedExpense
The projectedexpenseshallbethesum of the average expense perpatientperday,whichwasused 
allowance in Sections 3.100 through 3.400 and 3.600, after being adjusted to the payment yearas follows: 

1 .  Direct careinflationadjusted expensefrom Section 3.120 shall be inflatedby 3.4%. 

2.Supportservices expense from Section3.220 shall be inflated by 3.4%. 

3. Administrativeandgeneral servicesexpense fromSection 3.250 shall be inflated by 3.4%. 
4. Fuel and utility expense from Section 3.310 shall be inflated by 3.4%. 
5 .  The property tax expense fromSection 3.400 shall be inflated by 3.4%. 

6.Over-the-counterdrugallowancefrom Section 3.600shall be inflated by 3.4%. 

3.740 CurrentMethodsRate 

in the calculation of each 

A facility’s current Methods rate for each level of care shall be the sum of the payment allowances resulting from Sections 3.100 
through 3.400 and 3.600. A weighted average current Methods rate shall be calculated

3.760 Hold-HarmlessRate 
The facility’s average hold-harmless rates shall be the base rates under Section 3.720. 

3.770 Selection ofpaymentRate 

3.772 Hold-HarmlessRate 
The hold-harmless rates under 3.760 shall be the facility’s payment rates if both of the followingconditions are met: 

1. Theaveragecurrent Methodsrate under 3.740 is less than theaverage baserate under3.720. 

2. Theaveragecurrent Methodsrate is lessthantheprojected expenseunder3.732. 

3.773Current Methods Rate 

The current Methods rates under Section 3.740 shall be the facility’s payment rates if Section 3.772 does not apply. 
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